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LEASE OF RAILROAD EQUIPMENT dated as of December 15, 1975, and
executed in the City of Montreal, Province of Quebec,

BETWEEN: ROYMOR LTD., a company duly
incorporated under the laws of
Quebec and having an office and
place of business in the City
and District of Montreal, (here-
inafter called the "Lessor"),

AND . CANADIAN NATIONAL RAILWAY COMPANY
a company duly incorporated by
the Parliament of Canada, and
having an office and place of
business in the City and District
of. Montreal (hereinafter called
the "Lessee").

WHEREAS the'Lessor has acquired title to and has

ownership of the units of railroad equipment described in

Schedule "A" hereto; and

WHEREAS the Lessee desires to lease all the said

units of railroad equipment (hereinafter called the "Units")

at the rentals and for the terms and upon the conditions

hereinafter provided.

NOW, THEREFORE, in consideration of the premises and of .the

rentals to be paid and the covenants hereinafter mentioned to

be kept and performed by the Lessee, the Lessor hereby leases

the Units to the Lessee upon the terms and conditions set

forth in the following articles:

1. DELIVERY AND ACCEPTANCE OF UNITS.

The Lessor has tendered, on the date of execution hereof,

1 all of the Units to the Lessee at points in Canada and/or the

J
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United States of America mutually agreed upon. The 'Lessee has

examined the Units so tendered and hereby accepts delivery of

I all of such Units and hereby confirms that same are in good

| operating order, repair, condition and 'appearance on the date

I of execution hereof.

2. RENTALS
f:

i ;

li The Lessee agrees to pay the Lessor as rental for each

I| Unit subject to this Lease thirty-two (32) consecutive semi-

annual payments, in arrears, payable on June 15 and December

15 of each year commencing June 15, 1976. Each such payment

I shall be in an amount equal to One thousand six hundred

I fifty-three dollars and seventy-one cents ($1,653.71) per Unit
j!
j! for all Units then subject to this lease.

I All payments provided for in this Lease to be made to the

| Lessor at: Box 1192, Station "A", Montreal, Quebec, H3C 2Y3
il
or to such address and by such means as from time to time.may

I be designated by the Lessor.

This Lease is a net lease and the Lessee shall not be

entitled to any abatement of rent, reduction thereof or set-off

against rent including, but not limited to, abatement, reduc-

tions or set-offs due or alleged to be due to, or by reason of,

any past, present or future claims of the Lessee against the

Lessor under this Lease; nor, except as otherwise expressly

provided herein, shall this Lease terminate, or the respective J

obligations of the Lessor or the Lessee be otherwise affected, ij

by reason of any defect in or damage to or loss of possession ;;
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| or 'loss of use of or destruction of all or any of the Units
! . .
( from whatsoever cause, the prohibition of or other restriction
j
! against use of all or any of the Units by the Lessee or any

other person, the interference with such use by any person or

| entity, the invalidity or unenforceability or lack of due '

SI authorization of this Lease, or for any other cause whether

similar or dissimilar to the foregoing, any present or future

j law to the contrary notwithstanding, it being the intention of

the parties hereto that the rents and other amounts payable by

| the Lessee hereunder shall continue to be payable in all events
{ \

I in the manner and at the times herein provided unless the

obligation to pay the same shall be terminated pursuant to the

!' express provisions of this Lease. • . . ' |i

i

The Lessee's, obligation to make payment of rentals here- '•<.
I • I
! under shall- survive the expiration or other termination of this ;|
ii ' M

I. Lease. , !!

TERM OF LEASE

fj The term of this Lease as to each Unit shall begin on
ii
!j December 15, 1975 and, subject -to the provisions of articles

ji 6, 9, 12 and 15 hereof, shall terminate at twelve o'clock
i i
J: midnight on December 14, 1991.

I 4. IDENTIFICATION MARKS

The Lessee will cause each Unit to be kept numbered with

|| the identifying number set forth in Schedule '"A" hereto and

I,will-within two (2)years from the date hereof mark each Unit
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and will thereafter keep and maintain, plainly, distinctly,

permanently and conspicuously marked on each side of such

Unit, in letters not less than' three-eighths of one inch in

height, the following words:

"OWNED BY ROYMOR LTD-. "

or other appropriate words designated by the Lessor, with

appropriate changes therein and additions thereto as from I
si

time to time may be required by law or by the Lessor in order |
!;'- ' ^

•^o protect the title of the Lessor to such Unit and the rights |

of the Lessor under this Lease. The Lessee will not change

or permit to be changed the identifying number of any Unit

except in accordance with a statement of new identifying

numbers to be substituted therefor, which statement previ-

ously shall have been filed with the Lessor by the Lessee

and filed, -recorded or-deposited in all public offices where

this Lease will have been filed, recorded or deposited.

Except as above provided, the Lessee will not allow the ;

name of any person, association or corporation to be placed on
i;

the Units as a designation that might be interpreted as a claim '

of ownership; provided, however, that the Lessee may cause the ;

Units to be lettered with the names or initials or other insig-
1 i i

nia customarily used by the Lessee or any permitted sublessee

on railroad equipment used by them of the same or a similar i;

type for convenience of identification of their rights to use ;!

the Units as permitted under this Lease. !i

5. TAXES, •.. .-' '-. . . . .

All payments to be made by the Lessee hereunder will be

free of expense to the Lessor for collection or other charges



I and will be free of expense to the Lessor with respect to the i;

amount of any Canadian federal or provincial taxes (other than ji

any Canadian local, provincial or federal income taxes payable !
ii • i!
; ! ' i i

ij by the Lessor in consequence of the receipt of payments pro- i'
ji >'
j vided herein and other than the aggregate of all local, 'provin- ii

jl cial or city income taxes or franchise taxes measured by net ii
i! ii
|| income based on such receipts, .except any such tax which is in !j

^substitution for or relieves the Lessee from the payment of |i

| taxes which it would otherwise be obligated to pay or reimburse ||

j as, herein provided), and any assessments, duties or license I

ii ^GSS, and any charges, fines or penalties in connection there- ti

;: w,i>.h (all such expenses, taxes, assessments, duties, license 'j

ji fees, charges, fines and penalties being hereinafter called !i

ii "Impositions") , hereafter levied or imposed upon or in connec- ji

ji tion with or measured by, this Lease or any sale, rental, use, ii

J! payment, shipment, import, export, delivery or transfer of ;]
i: . • 'I

j; title under the terms hereof, all of which Impositions the ;!

jl Lessee assumes and agrees to pay on demand in addition to the i

payments to be made by it provided for herein. At the option ii
' ii

of the Lessor, such payment of Impositions by the Lessee shall ij

be-made directly to the appropriate taxing authority. >j
'1ii

ji
ij The Lessee will also pay promptly all Impositions which '..
i:! - (;

ij may be imposed upon any Unit or for the use or operation there- jj

ij of or upon the earnings arising therefrom or upon the Lessor (i

ij solely by reason.of its ownership thereof and will keep at all jj
ii j!

|times all and every part of such Unit free and clear of all i
Ii .('•

j Impositions, which might .in any. way affect the title, of-the.- -i

'(Lessor or result in a lien-upon such' Unit? provided, however, • 'I

ji that the Lessee shall be under no obligation to pay any Imposi- i|

I tions .so long .as it .is,, contesting-in good faith .and by appro- _ _. ;|
I i;
ijj priate legal proceedings such Impositions and the non-payment !]•
™ I : i
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thereof does not, in the opinion of the Lessor, adversely affecjt
i)
1:

the property or rights of the.Lessor hereunder. -. • ;j

If any Impositions, shall have been charged or levied

against the Lessor directly and paid by the Lessor, the Lessee

shall reimburse the Lessor on presentation of an invoice there-!
i

....for; .provided/.-, however.̂ , that- -.the--.Lessee shall not.be obligated !

to reimburse the Lessor for any Imposition so paid unless:

a) prior to such payment, the Lessor shall have obtained;

the opinion of its counsel that the Lessor was liable]

to pay such Imposition; or

....•-. .-.b) the Lessee shall:'have.-approved of such payment.

In the event any reports with respect to Impositions are |
-..: ' ' \\

•-required to be made,--the; Lessee-will either make-such-reports •>••
"-•\

in such-manner as to show the interests of the Lessor in such ;
f;

Units or notify the Lessor of such requirement and will make ii

such reports--in such manner as shall be satisfactory to the- '<

Lessor. ' . .. ' lj

• •- In the event that, during-the continuance of this Lease, - 'i ••

the Lessee becomes liable for the payment or reimbursement of j! .

any Impositions pursuant to this article 5, such liability shaljJL

-eeirtimze/'"notwithstanding-the- expiration or other termina- ; - - ; |! •

tion of this Lease/ until all such Impositions are paid ^

or reimbursed by the Lessee. i

PAYMENT FOR CASUALTY OCCURRENCES

In the event that any Unit shall be or become worn out,

«„,/
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I lost,, -stolen-,..destroyed-, -irreparably damaged or;damaged beyond
•I
i economic repair, from any cause whatsoever or taken or requi-
ii . •
I sitioned by condemnation, expropriation or otherwise '(such

..-I occurrences being hereinafter- called "Casualty Occurrences"-}:\ij
1! during the term of this Lease, the 'Lessee shall' promptly after* •

it shall have determined that such Unit has suffered a Casualty

i Occurrence, .fully inform the/Lessor in regard thereto-. '"The '.'-
-

Lessee -shall: -

a)- within the-'then current taxation year of the Lessor, ;

either: • ' . !;

i) replace such Unit with another unit of railway

equipment of the same or similar type and with ii

a value not less than- the fair market value of j;

-such-Unit--immediately prior to its suffering ii

the Casualty Occurrence, or ;;

— ii) with the prior written consent of the Lessor, i

replace such Unit with other railway equipment ii

• having a value not less than the fair market I;

value of such Unit immediately prior to its i

suffering the Casualty Occurrence which is ;j

acceptable to the Lessor, jj

and thereupon such other unit or such other railway |i

equipment shall be the property of the Lessor and i

become part of the"Units hereunder and' be "subject; to" |;

all. the terms and provisions hereof as if originally i;

described in Schedule "A" (and if required by the [|
l:

Lessor appropriate conveyance of title thereto shall [;
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be effected) and in such event no rental payable

hereunder with respect to such Unit as has suffered

a Casualty Occurrence or such other unit or such

other railway equipment replacing such Unit shall

abate; or -

b) continue to pay rent in respect of the Unit which has I

suffered the Casualty Occurrence,"and, upon fifteen, j

(15) days prior written notice to the Lessor pay, !!

on any rental payment date which is more than fifteen '"

. (15) days after such Casualty Occurrence and not later

than the rental payment date .next following the end " |i

of the Lessor's current taxation year, to the Lessor ;•

an amount equal to the accrued .unpaid rental for such

Unit to the date of such payment plus a sum equal to ||

the Casualty Value, as hereinafter defined,'of such ;

Unit on the applicable rental payment date. Upon the "

making of such payment by the Lessee in respect of !;

any Unit, the rental for such Unit shall cease to j|

accrue and the term of this Lease as to such Unit

shall terminate. The Lessor shall, upon request of j!
i

•the Lessee, after payment by the Lessee of a sum |
• _ i:

equal to the Casualty Value of any such Unit, and j

the accrued unpaid rental in respect thereof, deliver!

to or upon the order of the Lessee a bill of sale j
|

(without warranties) for such Unit executed by the ?

Lessor and such other or others as may be required

in order to transfer to the Lessee clear title to

such Unit free and clear of all liens, security in-

• terests and other encumbrances.



;j~:.. ; The -Casualty Value1 of eaeh Unit as of any rental payment •-••• -ii
j| • . . |!
I date shall be that percentage of the Unit-Cost thereof (set out |i

|j in Schedule "A") as shown in the following schedule opposite ;;
;i y.

!j such rental payment date: • ij

it RENTAL PAYMENT
•• - • DATE ' . PERCENTAGE'

RENTAL PAYMENT
DATE PERCENTAGES

June 15,
i

: December
ji

June 15,
: •

December
,!

:!

June 15,

December

': June 15,

December

j June 15,

| December

June 15,

December

i June 15,
'!
•i

1 December

] June 15,

1976

15, 1976

1977

15, 1977

1978

15, 1978

1979

15, 1979

1980

15, 1980

1981

15, 1981

1982

15, 1982

1983

99

99

99

98

97

95

94

92

90

88

86

83

81

78

75

.9983

.7113

.1288

.2975

.2083

.8978

.3580

.6173

.6685

.5335

.2054

.7010

.0138

.1560

.1216

December

June 15,

December

June 15 ,

December

June 15 ,

December

June 15 ,

December

June 15 ,

December

June 15,

December

to

December

15, 1983

1984

15, 1984

1985

15, 1985

1986

15, 1986

1987

15, 1987

1988

15, 1988

1989

15, 1989 )

)

15, 1991 )

71.9192 . i

68.5428

64.9982

61.2794

57.3898

53.3231
'

49.0809

44.6568

40.0505

35.2555

30.2700 i

25.0871

20.00 !

Except as hereinabove in this article 6 provided, the

Lessee shall not be released from its obligations hereunder

i in the event of, and shall bear the risk of, any Casualty

i Occurrence to any Unit after delivery to and acceptance there-
i

I of by the Lessee hereunder. The Lessor represents that its
.

j taxation year ends on December 31 and will forthwith notify

the Lessee of any change in its taxation year.
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:j 7, ANNUAL REPORTS

M On or before April- 1 in each year commencing wi'th the year \
it '
i| 1976, the 'Lessee-will cause -to be furnished to the 'Lessor in !
| I
|| such number of counterparts or copies as may reasonably be j

i| requested an accurate statement signed by the Lessee's author- j

jj ized representative/ as of the preceding January 1: - . • •'!

I; a) showing the amount, description and number of the

!| Units -then leased hereunder, the amount, description ;
i(i .,-• ' '

|| and number of all Units that may have suffered a . \

II Casualty Occurrence during the preceding twelve (12) i
I. ' i
!' months (or since the date of this Lease, in the case j

>j .. of the first such statement) , and such other informa- !
I; • • ' :

: tion regarding the condition and state of repair of

:: - the Units as the Lessor may reasonably request; and-' ;

;i b) stating that, in the case of all Units repainted or :

il repaired during the period covered by such statement, \

:' the markings required by article 4 hereof shall have ',
' ' ' I

!| been preserved or replaced.

;i :

'•: The Lessor shall have the right at its sole cost and ex- H

;; pense, by its authorized representatives, to inspect the Units ;|

i; and the Lessee's records 'with respect thereto, at such times ;|

;i as shall be reasonably necessary to confirm to the Lessor the ;|

i] existence and proper maintenance thereof during the continuance

of- this Lease. ' ' |i

$.
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8. DISCLAIMER OF WARRANTIES; LESSOR'S REPRESENTATION
AND WARRANTIES; COMPLIANCE WITH LAWS AND RULES;

. MAINTENANCE; INDEMNIFICATION.

The Lessor makes no warranty or representation, either

express or implied, as to the design or compliance with specifi-r

cations or condition of, or as- to the quality of the material, !!

equipment or workmanship In, or as to the suitability, adequacy <;

operation, use or performance of, the Units and the Lessor raake^

no warranty of merchantability or fitness of the Units for any

particular purpose, it being agreed that, all such risks., as , jj

between the Lessor' and the Lessee,'are to be borne by the Lesse^

but t-.he Lessor, provided that permission is first obtained from ;

the T,essor in each case '(.which-permission shall not be unreason-*

sb.i.y withheld) , hereby appoints and constitutes the Lessee its

agent and attorney-in-fact during the term of this Lease to ;|

assert and enforce- from time to time, in the name and for the i|

account of the Lessor and/or the Lessee, as their interests may !

appear, and at the expense of the Lessee whatever claims and i|

rights the Lessor may have. -.The Lessor shall have no responsi- ;;•

bility or liability under this Lease to the Lessee or any other}:

person with respect to any of the following: ' j:
l!

I!
<!

i) any liability, loss or damage caused or alleged to be '

caused directly or indirectly by any Units or by any

. :.-- -inadequacy .thereof or deficiency or defect: therein or

by any other circumstance in connection therewith;

-i-i) the use, operation or> performance of any Units or any

risks relating thereto;

iii) - any interruption of service, loss of business or an-
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ticipatory profits, or .consequential damages; or

iv) the 'delivery,- operation, 'Servicing, maintenance," rep'aijr,
ii

improvement or replacement of any Units. 1

Lessee's acceptance of delivery of the Units shall be

conclusive evidence as between -the Lessee and the Lessor that

a!!-Units are in all the foregoing respects satisfactory to the

Lessee and the Lessee will not assert any claim of any nature

whatsoever against the Lessor based on any of the foregoing

matters. |

I
);;:

The Lessor represents and warrants as follows: 1;

i) At the time of delivery of each Unit under this Lease *

the^ Lessor shall have such title to such Unit as is ;

derived from the seller of such Unit, unimpaired by •;

any act or omission of the Lessor which will in any ;|

.manner prevent the performance of this Lease in Jj

accordance with its terms and, in addition, such Unit

shall be free and clear of all claims, liens and en- '{

cumbrances, which may result from claims against the

Lessor not arising out of the ownership thereof which;;

will prevent the performance of this Lease in accord-

ance witfi^its terms; and • . - •;

ii) So long as the Lessee shall not be in default under '1

this Lease, the Lessor shall not do (or suffer to ii

'be done by any person claiming through or against then

Lessor and not against the Lessee or any sublessee) il
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any act which interferes with any and all rights of

the Lessee to: peaceably and quietly hold, possess

| and use the Units in accordance with the terms of

this Lease.

The Lessor covenants that any sale, assignment, transfer,

mortgage or other disposition which it may make of this Lease

or of any Unit, whether prior or subsequent to delivery to the

Lessee shall be expressly subject to the terms and provisions

of this Lease.

The Lessee agrees, for the benefit of the Lessor, to

comply in all respects with all laws of the jurisdictions in

which the Units may be operated, with the interchange rules of

the Association of American Railroads, if applicable, and with

all lawful rules of the Canadian Transport Commission and the

|| Interstate Commerce Commission and any other legislative,

I ' • '
j executive, administrative or judicial body exercising any power

|j or jurisdiction over the Units and the Lessee shall and does

" hereby indemnify the Lessor and agrees to hold the Lessor harm-!

',. less from and against any and all liability that may arise'from'!
: . " i i]': any infringement or violation of any such laws or rules by the ;|

Lessor or the Lessee, or their employees, or any other person. |j

I In the event that such laws or rules require alteration of the i

n Units or in case any equipment or appliance on any Unit (or all

|i of them) shall be required to be changed or replaced, or in ;i
':'. . li
i < H

i any case any additional or other equipment or appliance is ji
ii • • !:

li required to be installed on any Unit (or all of them) in order |

to comply with such laws, regulations, requirements and rules, [|

the Lessee agrees to make such alterations, changes, additions,||

and replacements at its own expense. '\



I . . . 14 -

I! The Lessee further agrees at its own expense to use, main- jj

" tain and operate each Unit in full compliance with such laws, j

; regulations, requirements and rules so long as it is subject II

to this Lease; provided, however, that the Lessee may, in good jl

il faith, contest the validity or application of any such law or

II rule in any reasonable manner which does not, in the opinion ii

ii of the Lessor, adversely affect the property, rights of the . li

j; Lessor hereunder. i;

:; The. Lessee agrees that, at its own cost' and expense, it \\

will maintain and keep each Unit which is subject to this Lease

r,.''>i <?.' good order and repair, reasonable wear and tear excepted. I

;• Any and all additions to any Unit and any and all parts * |;

j installed on or replacements made to any Unit shall be con- li
ij! ;J

1 sidered accessions to such Unit (except such as can be I
S | i

1 removed without damage to, and without impairing the orig- ;;

| inally intended function or use of, such Unit, including jj
•'! ' .• 'i
i without limitation, racks or partitions (hereinafter called ii
|( (

I "Temporary Alterations") ), and at the cost and expense, of li
I . ij
!J the Lessee, full ownership thereof free of any lien, charge, ;|

| security interest or encumbrance shall immediately be vested . I]
I] . I;
l|" in the Lessor as its interest appears in the Unit itself. ij

jj Upon termination of this Lease, the Lessee may, at its ii

option, remove the Temporary Alterations from the Units and I

will restore the Units to satisfactory operating condition jj

and, subject to the right not to remove Temporary Alterations, il

i to their original physical condition at the time of delivery
Ij. • ' • ii
ij thereof to the Lessee hereunder, reasonable wear and tear • ji
ii :
j j excepted. • ' • . i i

I i/
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The Lessee agrees to indemnify and save harmless the Les- i

sor against any charge or claim ̂ rnade against the Lessor, and j

against any expense, loss or liability (including but not lim-

ited to counsel fees and expenses, patent liabilities, penal- !•

ties and interest) which the Lessor may incur in any manner by

reason of entering into or of the performance of this Lease or

by reason of the ownership of any Unit, or which may arise in H

any manner out of or as the result of the ordering, acquisi-

tion, use, operation, condition, purchase, delivery, rejection,!;

storage or return of any Unit -under this Lease, The Lessee ;

further agrees to indemnify and. save harmless the Lessor againsjt

any charge, claim, expense, loss or liability on account of any;

nccident in connection with the operation, use, condition,

possession or storage of any Unit resulting in damage to prop- ;|

erty or injury or death to any person; provided, however, that
| j

the Lessee shall not be required to indemnify the Lessor under jj

this paragraph for negligence on the part of the Lessor, The

indemnities arising under this paragraph shall survive payment

•of all other obligations under - this Lease or the termination of

this Lease. Anything herein to the contrary notwithstanding,

the Lessee shall not be obligated to indemnify under this para-

graph in respect of any charge, claim, expense, loss or lia-

bility attributable to a Unit which, and to an event occurring

after such Unit shall have been assembled, delivered, stored

and transported to the Lessor pursuant to articles 10 or 13

hereof or after this Lease with respect to such Unit has other-

wise terminated; and provided further, that such charge, claim,

expense,--loss or -liability does not arise as a-result of.

mechanical defects of such Unit which existed at the time such

Unit was so returned or this Lease with respect to such Unit

terminated.

I/
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The Lessee agrees to indemnify and save harmless the Les-

sor against any charge or claim made against the Lessor, and

against any expense, loss or liability (including but not lim- !

ited to ec-unsel fees and expenses, patent liabilities, penal- :

ties and interest) which the Lessor.may incur in any manner by

reason of entering into or of the performance of this Lease or

by reason of the ownership of any Unit, or which may arise in |i

any manner out of or as the result of the ordering, acquisi-

tion, use, operation, condition, purchase, delivery, rejection^

storage or return of any Unit under this Lease. The Lessee

further agrees to indemnify and save harmless the Lessor against

any charge, claim, expense, loss or liability on account of anyi

accident in connection with the operation, use, condition,

possession or storage of any Unit resulting in damage to prop-

erty or injury or death to any person; provided, however, that

the Lessee shall not be required "to indemnify the Lessor under

this paragraph for negligence on.the part of the Lessor. The |!

indemnities arising under this paragraph shall survive payment !!

of a'll other obligations under this Lease or the termination of:

this Lease. Anything herein to the contrary notwithstanding, ;;

the Lessee shall not be obligated to indemnify under this para-:

graph in respect of any charge, claim, expense, loss or lia-

bility attributable to a Unit which, and to an event occurring

after such Unit shall have been assembled, delivered, stored |i

and -transported to the Lessor pursuant to articles 10 or'13" • - • • ; !

hereof or after this Lease with respect to such Unit has other-^l

wise terminated; and provided further, that such charge, claim,!

expense, loss or liability does not arise as a result of

mechanical defects of such Unit which existed at the time such

Unit was so returned or this Lease with respect to such Unit

terminated.
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;»•-• The Lessee agrees to prepare and deliver to the Lessor \

within a reasonable time prior to the required date of filing

.1; (or, to the extent permissible, file on behalf of the Lessor)

;; any and all reports to be filed by the Lessor with any federal, |;

provincial, state or other regulatory authority by reason of

! the interest of the Lessor in the Units or the leasing thereof

: to the Lessee.

jj 9. DEFAULT

If during the continuance of this Lease, one or more of

the following events (hereinafter sometimes called "Events of

Default") shall occur:

;;• A) Default shall .be made in the payment of any part of

the rental provided in article 2 hereof and such

default shall continue for ten (10) days;

i . ' . . ' -
| B) The Lessee shall make or permit any unauthorized

;| assignment or transfer of this Lease, or sublease

I of any of the Units;

C) Default shall be made in the observance or perform-

ance of any other of the covenants, conditions and ii

agreements on the part of the Lessee contained herein i

and such default shall continue for twenty-five (25) :

days after written notice from the Lessor specifying

the default and demanding that the same be remedied;

D) Any proceedings shall be commenced by or against the |j

Lessee by way of a scheme of arrangement under the |

Railway Act of Canada R.S.C. 1970, c.R-2 or for any
/?, ,





- 17 -

relief under any bankruptcy or insolvency laws, or

laws relating to the relief of debtors, readjustments

of indebtedness, reorganizations, arrangements,

compositions or extensions (other than a law which

does not permit -any readjustment of the obligations

of the Lessee hereunder) and, unless such proceedings f;

shall have been dismissed, nullified, stayed or i

otherwise rendered ineffective (but then only so long I

as such stay shall continue in force or such ineffec- I

tiveness shall continue), all the obligations of the

Lessee under this Lease shall not have been duly

assumed in writing, pursuant to a court order or

judgment or decree, by a trustee or trustees or

receiver or receivers appointed for the Lessee or |;
f!
f:

for the property of the Lessee in connection with • ji
I

any such proceedings in such manner that such obliga- i"

tions shall have the same status as obligations i|

incurred by such a trustee or trustees or receiver I
!*

or receivers, within thirty (30) days after such

appointment, if any, or sixty (60) days after such
;j

proceeding shall have been commenced, whichever shall li
i

be earlier; . • .j;

then, in any such case, the Lessor, at its option may: ;j

a) proceed by appropriate court action or actions either ||

at law or in equity, to enforce performance by the j|

Lessee of the applicable covenants of this Lease or

to recover damages for the breach thereof; or jj

h
b) by notice in writing to the Lessee terminate this

Lease, whereupon all rights of the Lessee to the use' II

of .the Units shall absolutely cease and terminate as

though this Lease had never been made, but the Lessee I
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shall remain liable as hereinafter provided; and

thereupon the Lessor may by its agents enter upon the

premises of the Lessee or other premises where any of

the Units may be and take possession of all or any of

such Units and thenceforth hold, possess and enjoy

the same free from any right of the Lessee, or its

successors or assigns, to use the Units for any pur-

poses whatever; but the Lessor shall, nevertheless,

have a right to recover from the Lessee any and all

amounts which under the terms of this Lease may be

then due or which may have accrued to the date of

such termination (computing the rental for any number

of days less than a full rental period by multiplying

the rental for such full rental period by a fraction |j

of which the numerator is such number of days and the

denominator is the total number of days in such full jj

rental period) and also to recover forthwith from the

Lessee: ' • jj

i) as damages for loss of the bargain and not as a ||

penalty, a sum, with respect to each Unit, which !|
I

represents th e excess of : \ \

xx} the present value, at the time of such

termination, of the entire unpaid

balance of all rentals for such Unit

which would otherwise have accrued

hereunder from the date of such ter-

mination to the end of the term of

this Lease as to such Unit over

yy) the then present value of the rentals

which the Lessor reasonably estimates j;

to be obtainable for the use of such
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Unit during such period.

Such present value to be computed in

each case on a basis of a seven per

cent (7%) per annum discount, com-,

pounded semi-annually from the re-

spective dates upon which rentals

would have been payable hereunder

had this Lease not been terminated;

ii) any damages and expenses, including solicitors'

reasonable fees, in addition thereto which the

Lessor shall have sustained by reason of the

breach of any covenant or covenants of this

Lease other than for the payment of rental; and

iii) an amount which, after deduction of all taxes

required to be paid by the Lessor in respect of

the receipt thereof under the laws of Canada or

any province thereof, shall be equal to such

sum as, in"the reasonable opinion of the Lessor,

will cause the Lessor's net return under this

Lease to be equal to the net return that would

have been available to the Lessor if it had been

entitled to utilization of all or such portion

of the deductions, credits and other benefits as

are provided by the Income Tax Act (Canada) and

Regulations thereunder and/or any applicable

provincial income tax laws and regulations, all

as amended to the date hereof, including without

limitation the right to claim capital cost allow-f
|

ance with respect to the Units computed at a ratdl
I

of not less than twenty per cent (20%) per annum
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on a declining balance against all its income

from, whatever source/ which deductions, credits !i

and other benefits were lost, not claimed, not I

available for claim, disallowed or recaptured ij

in respect of any Unit as a result of the ter-.. :i

mination of this Lease, the Lessee's loss of

the right to use such Unit, any action or in- |j

action by the Lessor or the sale or other dis-

position of the Lessor's interest in such Unit

after the occurrence of an Event of Default. - II

Notwithstanding anything to the contrary contained in

this clause b), it is understood and agreed that the

Lessee shall receive a credit in respect of the

amounts payable pursuant to sub-clause i) of this ;
•!i

clause b) equal to any net proceeds received by the !

Lessor upon the sale or the re-leasing of the Units ji

to the extent that such net proceeds that are actually;;

received exceed the allowance for present value as
j i

I therein determined. ' jj
r ; . . 1 1

|j The remedies in this Lease provided in favor of the 'Lessor, ji

!' shall not be deemed exclusive, but shall be cumulative, and ij

i] shall be in addition to all other remedies in its favor exist- jj

|i ing at law or in equity. The Lessee hereby waives any manda- •• ;•

ii tory requirements of law, now or hereafter in effect, which jj

might limit or modify the remedies herein provided, to the

jj extent that such waiver is permitted by law. The Lessee here-

ii by waives any and all existing or future claims to any offset

!i against the rental '-payments due hereunder, and agrees to make

ii rental payments regardless of any offset or claim which may be

:• asserted by the Lessee or on its behalf.

^! ' The failure of • the Lessor to exercise the rights granted

ij it hereunder upon the occurrence of any of the contingencies
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set forth .herein shall not constitute a waiver of any such right
• • • • " l

upon the continuation or recurrence of any such contingencies.

I 10> RETURN OF UNITS UPON DEFAULT j

I: ' ' r • "

Si li
? ' II
I If this Lease shall terminate pursuant to article 9 here- |
I l
| of, the Lessee shall forthwith deliver possession of the Units I;
" • , ;*

| to the Lessor. For the purpose of delivering possession of any |

Unit or Units to the Lessor as above required, the Lessee shall ;!
i]

I at its own, cost, expense and risk: IJ

a) forthwith place such Units upon such storage tracks

of the Lessee as the Lessor reasonably may designate? j

b) permit the Lessor to store such Units on such tracks

at the risk of the Lessee until the earlier of the

date all such Units have been sold, leased or other- |

wise disposed of by the Lessor and the 180th day from

the date the Lessee shall have placed the Units on

such storage tracks; and ;

c) transport the same to any place on the lines of rail- I

road operated by it or any of its affiliates or to

any connecting carrier for shipment, all as directed

by the Lessor.

The assembling, delivery, storage and transporting of the

!: Units as hereinbefore provided shall be at the expense and risk

| of the Lessee and are of the essence of this Lease, and upon

application to any court having jurisdiction in the premises

the Lessor shall be entitled to a court order, judgment or

decree against the Lessee requiring specific performance of

the covenants of the Lessee so to assemble, deliver, store and

| transport the Units. During any storage period, the Lessee

will permit the Lessor or any person designated by it, includ-
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ing the authorized representative or representatives of any

prospective 'purchaser of any suehXUriit to inspect the same;' j!

provided, however, that the Lessee shall not be liable, except

in the case of .negligence-'of the Lessee 'or of its employees or |j

agents, for any injury to, or the "death of, any person ex'ercis-J!

ing, either on behalf of the Lessor or any prospective purchase:}:,

the rights of inspection granted under this sentence.

Without in any way limiting the obligation of the Lessee

under the foregoing provisions of this article 10, the Lessee

hereby irrevocably appoints the Lessor as its agent and

attorney, with full power and authority, at any time while the

Lessee is obligated to deliver possession of any Unit to the

Lessor, to demand and take possession of such Unit in the name

and on behalf of the Lessee from whomsoever shall be at the

time in possession of such Unit.

11. ASSIGNMENT; POSSESSION AND USE

This Lease shall be assignable in whole or in part by the
j:

Lessor to any company incorporated and resident in Canada or

any province or territory thereof without the consent of the

Lessee, but the Lessee shall be under no obligation to any

assignee of the Lessor except upon written notice of such i

assignment from the Lessor. All the rights of the Lessor here-

under (including but not limited to the rights under articles

2, 5, 6 and 9) exclusive of those rights set forth in article \

15 hereof, shall inure to the benefit of the Lessor's assigns, ;

Whenever the Lessor is referred to in this Lease, it shall

apply and refer to each assignee' of the Lessor.
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So long as the Lessee shall not be in default under this

Lease, the Lessee shall be entitled to the possession and use

of the Units in accordance with the terms of this Lease, but,

without the prior written consent of the Lessor, the Lessee

shall not assign or transfer its leasehold interest under this

Lease in the Units or any of them (except to the extent that

the provisions of any mortgage now or hereafter created on any

of the lines of railroad of the Lessee may subject the Lessee's

leasehold interest to the lien thereof). In addition, the

Lessee, at its own expense, will promptly cause to be duly

discharged any lien, charge, security interest or other encum-

brance (other than an encumbrance resulting from claims against

the Lessor not related to the ownership of the Units or to the

extent that the provisions of any mortgage now or hereafter

created on any of the lines of railroad of the Lessee may sub-

ject the Lessee's leasehold interest to the lien thereof) which

may at any time be imposed on or with respect to any Unit in-

cluding any accession thereto or the interests of the Lessor

or the Lessee therein. The Lessee shall not, without the prior

written consent of the Lessor, part with the possession or

control of, or suffer or allow to pass out of its possession or

control, any of the Units, except to the extent permitted by

the provisions of the immediately succeeding paragraph hereof.

So long as the Lessee shall not be in default under this

Lease, the Lessee shall be entitled to the possession of the

Units and to the use thereof by it or any affiliated or sub-

sidiary corporation upon its or their lines of railroad or upon

lines of railroad over which the Lessee or such other corpo-

ration has trackage or other operating rights or over which

tx"
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j railroad equipment of the Lessee or any such other corporation

is regularly operated pursuant to contract, and also to permit

the use of the Units upon other railroads in the usual inter- -

change of traffic (if such interchange is customary at the i

time), but only upon and subject to all the terras and condi-

tions of this Lease and without in any way relieving the Lessee i

J from any obligation or liability hereunder. ii

Nothing in this article 11 shall be deemed to restrict the j

right of the Lessee:

, i) to assign or transfer its leasehold interest under ;;
!ij '••'•

; this Lease in the Units or possession of the Units to ';

i any corporation incorporated under the laws of Canada

(which shall have duly assumed the obligations of the

' Lessee hereunder) into or with which the Lessee shall.,;:

have become amalgamated, merged or consolidated or f

which shall have acquired the property of the Lessee ii

i as an entirety or substantially a£ an entirety; or ;

I ii) to sublease any Unit to such subsidiary or affiliated ii

' corporations of the Lessee as are at the time such ||

sublease is executed domestic railroad corporations

incorporated under the laws of Canada or any province

thereof or any state of the United States of America '•

or the District of Columbia; provided, however, that

; the rights of such sublessee are made expressly sub-

ordinate to the rights and remedies of the Lessor i;

! under this Lease. No such sublease shall relieve the |i

Lessee of any liability or obligation hereunder which .:
i

shall be and remain that of a principal and not a
I

surety.

€/
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12. PURCHASE OPTION

During the term of this Lease and provided that this

;j Lease has not been earlier terminated and the Lessee is not

in default hereunder, and further provided that at least

twenty-eight (28) semi-annual rental payments shall have been

made, the Lessee may, by written notice delivered to the Lessor

| as hereinafter set forth, at any time after December 15, 1989,
!l
I purchase all but not less than all of the Units then covered
:|
ij .

| by this Lease for a purchase price per Unit equal to twenty

•; per cent (20%) of the Unit Cost as set out in Schedule "A"

applicable to such Units. The notice to be given by Lessee

to Lessor under this article 12 shall specify the date upon

; which the purchase option is to be exercised, and shall be

| delivered to Lessor not less than three (3) months prior to

such specified date. In addition to the payment of the pur-

chase price as herein set forth Lessee shall pay to the Lessor

an amount equal to the accrued unpaid rental for such Units to

the date of payment of the purchase price; in case such pur-

chase price is paid on a date other than a rental payment

date hereunder, the accrued unpaid rental shall be computed

by multiplying the rental for a full rental period by a frac-

tion of which the numerator is the number of days from the

last rental payment date on which rental was paid and the

denominator is the total number of .days in a full rental period.

In the event that the Lessee elects to purchase the

\ Units, then, upon payment of the purchase price and all

ij accrued unpaid rental in respect of the Units, Lessor shall,

| upon the request of Lessee, deliver to or upon the order of
!
the Lessee a bill of sale (without warranties) for such

Units executed by Lessor and such other or others as may be
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i required in order to transfer to the Lessee title to such

Units free and clear of all liens, security interests and

other encumbrances.

13. RETURN OF UNITS UPON EXPIRATION OF TERM

As soon as practicable on or after the expiration of the

i term of this Lease, the Lessee will (unless the Units are sold

3 to the Lessee or shall have suffered a Casualty Occurrence), •

; at its own cost and expense, at the"request of the Lessor,

deliver possession of any Units to the Lessor upon such storage

tracks of the Lessee as the Lessor may reasonably designate and

permit the Lessor to store such Units on such tracks for a

; period not exceeding ninety (90) days and transport the same,

! at any time within such ninety (90) day period, to any reason-

l able place on the lines of railroad operated by the Lessee or

to any connecting carrier for shipment, all as directed by the

Lessor upon not less than thirty (30) days' written notice to

jj the Lessee; the assembling, delivery, storage and transporta-
I • •
I tion of the Units to be at the expense and risk of the Lessee.

During any such storage period the Lessee will permit the

I Lessor or any person designated by it, including the authorized
'•(
1
1 representative or representatives of any prospective purchaser

|of any Unit, to inspect the same; provided, however, that the

Lessee shall not be liable, except in the case of negligence of

the Lessee or of its employees or agents, for any injury to, or

the death of, any person exercising either on behalf of the

Lessor or any prospective purchaser, the rights of inspection
• i
;?:

Igranted under this sentence. The assembling, delivery, storage
;i

ijand transporting of the Units as hereinbefore provided are of

"
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•the essence of. this Lease, and .upon application to any court

:having jurisdiction in the premises, the Lessor shall be en-

titled to a'judgment, order or. decree against the Lessee requir-

ing specific performance of the covenants of the Lessee so to

»assemble, deliver, store and transport the Units. If the Les-

§sor shall elect to abandon any Unit as herewith provided, it

may deliver written notice to such effect to the Lessee and the

ijLessee shall thereupon assume and hold the Lessor harmless

jfrom all liability arising in respect of any responsibility of

!|ownership thereof, from and after receipt of such notice. Each

ijUnit returned to Lessor pursuant to this article shall:
1 ' . ' ' ' '
i

j i) be in the same operating order, repair and condition

as when originally delivered to the Lessee, reason-

able wear and tear excepted;

ii) meet the standards then in effect under the inter-

change rules of the Association of American Railroads

I: if applicable and the Canadian Transport Commission.

Prior to the expiry of the ninety (90) day period referred

I to above,--the -Lessor shall use Its best efforts and shall en-
i:

Ideavour to sell and dispose of the Units so stored and for that
;'

[purpose shall advertise such sale or ask for tender therefor by

means of publication of notices in railway trade magazines,

newspapers or such other media or by such other means as Lessor

shall see fit. In the event that.the Lessor, after such pub-

lication or after having exhausted such other means as it sees

fit, is unable to procure a purchaser for such Units, (and

the Lessor will not refuse any reasonable offer which a third

iparty may make for the purchase of any Unit or Units) then

;••:• the Lessor may by written notice to the Lessee prior to the

expiry of the said ninety (90) day period abandon all or any

II of the Units being stored on the storage tracks of the Lessee

If1



! " \
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I and thereupon the Lessee shall assume full responsibility and

i liability for such Unit or Units and the Lessor shall, upon

I the request of the Lessee, deliver to or upon the order of the

j; Lessee a bill of sale (without warranties) for such Units
'i

jexecuted by the Lessor and such other or others as may be
,;j
•:j

|required in order to transfer to the Lessee title to such Units

.vee and clear of all liens, security interests and other en-

i14. OPINIONS OF COUNSEL FOR THE LESSEE AND THE LESSOR

On the execution hereof, as a condition to the obligation

of the Lessor to continue thereafter to lease the Units to the

:Lessee hereunder, the Lessee will deliver to the Lessor a copy,

addressed to the Lessor, in scope and substance satisfactory to

the Lessor and its counsel, of the written opinion of counsel

for the Lessee to the effect that:

A) The Lessee is a corporation legally incorporated and

validly existing, in good standing, under the laws of

Canada, with adequate corporate power to enter into

this Lease; .

B) .This Lease has been duly authorized, executed and

delivered by the Lessee and constitutes a legal and

valid agreement binding upon the Lessee and enforce-

able in accordance with its terms?

C) Upon the due deposit of this Lease in the office of

the Registrar General of Canada and upon the giving

;i
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On the date of execution hereof, the Lessor will deliver

jj - • • of notice of such deposit in The Canada Gazette in :;
'•:'• - . • i;

accordance with Section 86 of the Railway Act R.S.C. |
II • ii

:; 1970, c.R-2, no other act, filing, recording (or |i

;| giving of notice) in respect of this Lease is neces- - i;

]! • sary in order to protect the interests hereunder of i!

' the Lessor in and to the Units in Canada or any '
;| • I
j Province or Territory thereof against any and all |
•I ' !'
•j subsequent purchasers or mortgagees from the Lessee . ji
\i i,

; and/or from creditors of the Lessee; i

D) No approval is required from any public regulatory

body with respect to the entering into or performance

i .of this Lease by the Lessee, or if any such approval

i| is required, it has been properly obtained; and

E) The entering into and performance of this Lease will

not result in any breach of, or constitute a default

|;i under any indenture, mortgage, deed of trust, bank

j; loan or credit agreement or other agreement or in-

strument to which the Lessee is a party or by which

:[ it may be bound or contravene any provision of law,
I
1 statute, rule or regulation to which the Lessee is

: subject or any judgment; decree, franchise, order or

;i permit applicable to the Lessee and

;i the Lessee also agrees to furnish to the Lessor a copy, cer-

ii tified by the Secretary or an Assistant Secretary of the Les-

see, of resolutions of the Board of Directors of the Lessee

I authorizing the Lessee to enter into this Lease.
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'to the Lessee-a copy.addressed to the Lessee, In-scope and .

'substance satisfactory to the Lessee and its counsel, of the
IBritten opinion of counsel for the Lessor to the effect that:

A) The Lessor is a corporation legally incorporated

and validly existing, in good standing, under the

laws of Quebec / with adequate corporate power to
{

enter into this Lease?

B) This Lease-has been rduly authorized, executed and

delivered by the Lessor and constitutes a legal and

valid agreement binding upon the Lessor and enforce-

able in accordance with its terms; and

C) The entering into and performance of this Lease will

not result in any breach of, or constitute a default

under, any indenture, mortgage, deed of trust, bank

loan or credit agreement or other agreement or in-

strument to "which the Lessor is a party or by which

it may be bound or contravene any provision of law,

Istatute, rule or regulation to which the Lessor is \

subject or any judgment, decree, franchise, order ;!

--"-.- or permit applicable to the Lessor. I

"'- ' "- • ' I
•'-. - - ' • ' I

In giving the opinions required by this article 14, coun- I
• ;i

sel may qualify their opinions relating to the enforceability !
l i

jof-agreements in accordance with their terms as being subject lj

;to any applicable bankruptcy, re-organization,, insolvency,

moratorium or other'laws affecting the enforcement of creditors' ||

rights generally from time to time in effect. . . !l
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15. INCREASED RENTAL IN CERTAIN CASES

a) In the event that:

i) At any time during the terra, of this Lease, the

rate at which capital cost, allowance may be

• - - - - - - • - claimed by- the lessor in respect of the Units
;l

under the Income Tax Act (Canada) and the

Regulations thereunder and/or under any applic-
i s

able provincial income tax laws and regulations j

is reduced below the rate of such capital cost

allowance in effect at the date of commencement li

of this Lease? or ||

ii) At any time during the first three (3) years of

the term of .this Lease the provisions of the

Income Tax Act (Canada) and Regulations there-

under and/or of any applicable provincial income !!

" ' ' tax"'laws and 'regulations are altered, or'amended ||

or replaced and the effect of such alteration,

amendment or replacement is to eliminate or

reduce the right" of the Lessor to deduct losses \

under this Lease caused by claiming capital cost j

.allowance in respect of the Units from the |
!*

Lessor's income'from other•sources? ij

then in either such event the Lessor may demand from

the Lessee a sum as additional rental on each rental

payment date, which will in the reasonable opinion

of Lessor cause the Lessor's net return under this

Lease to be equal to the net return that would have
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been available to the Lessor if the rate of such

capital cost allowance had not been reduced or if

the Income Tax Act (Canada) and Regulations there-

under and/or applicable provincial income tax laws

and regulations had not been altered, amended or

replaced; Lessee agrees to pay such additional

rental on demand therefor being made.

Provided, however, that such rental rate shall not

be so increased if the Lessor shall have lost, or

shall not have, or shall have lost the right to

claim, or if there shall have been disallowed with

respect to the Lessor, all or any portion of such

capital cost allowance with respect to any partic-

ular Unit as a direct result of the occurrence of

any of the following events:

i) a Casualty Occurrence with respect to such

- Unit, if the Lessee shall have paid to the

Lessor the amounts stipulated under article 6

hereof;

ii) transfer by the Lessor of legal title to such

Unit, the disposition by the Lessor of any

interest in such Unit or the reduction by the

Lessor of its interest in the rentals from

such Unit under the Lease, unless, in each

case, an Event of Default shall have occurred

and be continuing;

I!
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iii) the failure of the Lessor to claim such capital

cost allowance in its income tax return for the

appropriate year or the failure of the Lessor

to follow proper procedure in claiming such

capital cost allowance; or

iv) the failure of the Lessor to have sufficient

income to benefit from the deduction of such

capital cost allowance.

The Lessor agrees that if, in the opinion of its or

the Lessee's independent tax counsel (herein

referred to as Counsel), a bona fide claim to all or

a portion of such reduction in capital cost allow-

ance rate, or claim to the deductibility of a loss

hereunder from other income, exists in respect of

which the Lessee is required- to pay increased

rental as aforesaid to the Lessor as above provided,

the Lessor shall, upon request and at the expense

of the Lessee, take all such legal or other appro-

priate action deemed reasonable by Counsel in order

to sustain such claim. The Lessor may take such

action prior to making payment of the amounts

claimed pursuant to a notice of'assessment or re-

assessment or may make such payment and then sue

for a refund. The Lessor shall not be obligated to

take any such legal or other appropriate action

unless the Lessee shall first have indemnified the

Lessor for all liabilities and expenses which may

be entailed therein and shall have furnished the

Lessor with such reasonable security therefor as

cyv
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may be requested. The institution of such action

shall in no way relieve Lessee from its obligation

to make payment of additional rental hereunder; in

the event that Lessor is successful in its claim

and legal action and recovers monies from the taxing

authorities, then the amount of additional rental

paid bv Lessee shall be adjusted between Lessor and

Lessee to reflect such recovery of monies by Lessor.

b) Notwithstanding the foregoing, in the event that

additional rental is demanded by the Lessor pursuant

to subparagraph a), then the Lessee shall have the

right, on the rental payment date next following

such demand by the Lessor, to terminate this Lease

by paying to the Lessor an amount equal to the

accrued unpaid rental (exclusive of the additional

rental demanded under subparagraph a)) for all but

not less than all the Units to the date of such

payment plus a sum equal to the Casualty Value {as

defined in article 6) of each such Unit on the

applicable rental payment date. The Lessor shall,

upon request of the Lessee, after payment by the

Lessee of a sum equal to such unpaid rental and

Casualty Value, deliver to or upon the order of the

Lessee a bill of sale (without warranties) for such

Units executed by the Lessor and such other or others

as may be required in order to transfer to the Lessee

clear title to such Units free and clear of all

liens, security interests and other encumbrances.
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The Lessee's obligation to pay any sums which may become

payable pursuant to this article 15 shall survive the expira-

tion or other termination of this Lease.

16. MILEAGE ALLOWANCE-; SUBROGATION

Provided the Lessee is not in default hereunder, the

Lessee shall be entitled to:

i) all mileage allowances and other moneys payable by

reason of the use of the Units, and any such mileage

allowances or other moneys received by the Lessor

shall be forthwith remitted to the Lessee; and

ii) the proceeds of any claim or right of the Lessor or

the Lessee against third persons for injury, damage

or loss with respect to any Unit or the use or opera-

tion thereof, including settlements pursuant to the

rules of the Association of American Railroads, and

the Lessee shall be subrogated to the extent of the

Lessee's interest to all the Lessor's rights of

recovery therefor against any other person, firm or

corporation. The Lessor hereby authorizes the Lessee

to make settlement of, receive payment and receipt

for any and all such claims on behalf of the Lessor,

and the Lessor agrees to execute and deliver from

time to time such instruments and do such other acts

and things as may be necessary or appropriate more

fully to evidence the Lessee's authority and/or to
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vest in the Lessee such proceeds to the extent of

the Lessee's interest therein or to effect such sub-

rogation? and in the event of any loss, damage or

destruction in respect of which the Lessee is entitled

to proceeds or subrogation as aforesaid, the Lessor

shall refrain from doing any act or executing any

instrument which would prejudice the right of the

Lessee to such proceeds or to such subrogation.

IJ17. ADDITIONAL COVENANT OF THE LESSEE

[! The Lessee covenants and agrees from time to time at its

expense to do all acts and execute all such instruments of

Ifurther assurance as it shall be reasonably requested by the

Lessor to do or execute for the purpose of fully carrying out

effectuating this Lease and the intent hereof.

18. RECORDING; EXPENSES

i| . At the option of the Lessor, the Lessor may, at the ex-

pense of the Lessor, cause this Lease:

;! a) to be duly deposited in the office of- the Registrar
:
1 '

l\ General of Canada and will cause the required notice

of such deposit forthwith thereafter to be published

in The Canada Gazette .in accordance with Section 86
I ; f

of the Railway Act R.S.C. 1970, c.R-2,- and
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b) to be filed and recorded with the Interstate

Commerce Commission in accordance with Section 20c

|i of the Interstate Commerce Act of the United States

; " of America.

|, The. Lessee will, from time to time and at its expense, do

and perform any act and will execute, acknowledge and deliver

|:any and all further instruments required by law or reasonably

^requested by the Lessor for the purpose of proper protection,

||tO' the satisfaction of the Lessor and its counsel, of the Les-
!

!;sor's interests hereunder in the Units, or for the purpose of

'•'carrying out the intention of this Lease. The Lessee willij
:i

;!promptly furnish to the Lessor evidence of such execution,

^acknowledgement and delivery.

i! The Lessor will pay the reasonable costs and expenses

^•involved in the preparation and printing of this Lease. .The

iLessor and the Lessee will each, respectively, bear the fees

:iand disbursements of any counsel which it may respectively

'̂ retain.

i|19. INTEREST ON OVERDUE RENTALS

i Anything to the contrary herein contained notwithstand-

ing, any non-payment of rentals and other obligations due

thereunder shall result in the obligation on the part of the

JLessee promptly to pay also an amount equal to eleven per

!;cent (11%) per annum of the amount of the overdue rentals for

=;the period of time during which they are overdue.





- 38 -

|| 20. NOTICES

I: Any notice required or permitted to be sent by either

ii party hereto to the other shall be deemed to have been duly

! sent when deposited in a Canadian Post Box, registered mail

postage prepaid, or when delivered or sent by telex, telegram

I or cable addressed as follows:

! if to the Lessor by mail, cable or telegram:

i: ROYMOR LTD., Place Ville Marie, Montreal, Quebec.

;; the Lessor has no telex;

if to the Lessee by mail at:

PO Box 8108, Montreal, Quebec, Canada, H3C 3N3

Attention of the Treasurer;

if to the Lessee by cable or telegram:

935 Lagauchetiere Street, West,. Montreal, Que.

Attention of the Treasurer

! if to the Lessee by telex:
'I
! 01-20677

; l
I I Attention o f t h e Treasurer

!j or addressed to either party at such other address as such •

|i party shall hereafter furnish to the other party in writing.
;:- i
;• Any such notice sent as aforesaid shall be deemed to have been
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^received by the party to whom it was sent on. the third business
ii

;'day following the mailing thereof if sent by registered mail,

;jon the day of delivery if delivered, and on the business day

following the transmittal thereof if sent by telex, telegram
i
;br cable; provided, however, that in the event normal mail
ij
[service or telex service or telegraph service shall be inter-

j-rupted by strike, slowdown, force majeure, or other cause, then
I

ijlhe party sending the notice, request or demand shall utilize
•j
!;any of the said services which has not been so interrupted or

^deliver such notice, request or demand, the whole in order to

•ensure prompt receipt of such notice, request or demand by the

;other party.

}J21. SEVERABILITY; EFFECT AND MODIFICATION OF LEASE

|| Any provision of this Lease which is prohibited or unen-

forceable in any jurisdiction, shall be, as to such jurisdic-

tion, ineffective to the extent of such prohibition or unen-

jforceability without invalidating the remaining provisions

'hereof, and any such prohibition or unenforceability in any
i.:

'jurisdiction shall not invalidate or render unenforceable

;such provision in any other jurisdiction.

This Lease exclusively and completely states the rights

:ijof the Lessor and the Lessee with respect to the Units and

^supersedes all other agreements, oral or written, with respect

to the Units. No variation or modification of this Lease and

no waiver of any of its provisions or conditions shall be
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valid unless in writing and signed by duly authorized officers

of the parties hereto.

I 22, EXECUTION

II This Lease may be executed in several counterparts, each

of which so executed shall be deemed to be an original, and in

<i each case such counterparts together shall constitute but one

:; and the same instrument.
i

;; Although this Lease is dated as of December 15, 1975, for

!' convenience, the actual date or dates of execution hereof by
i 1'
i.

;! the 'parties hereto is or are, respectively, the dates stated

'• in the acknowledgements hereto annexed.
i;

I' 23. LAW GOVERNING

This Lease shall be construed in accordance with the laws

i! of Quebec.

24. . NECESSITY OF RULING

Should the Lessor not receive by May 1, 1976 a favourable

decision from the Department of National Revenue on the appli-

cation which the Lessor has heretofore made for a ruling with

respect to this Lease and to the concurrent agreement whereby
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ijthe Lessor purchased the Units from the Lessee, then both this

|;Lease and said agreement shall be of no effect and such repay-

|ments shall thereupon be made and documents executed as are
i i
'i necessary to restore the parties to their prior positions.

I! IN WITNESS WHEREOF, the parties-hereto, each pursuant to

due corporate authority, have caused these presents to be signed

nin their respective corporate names'by duly authorized officers

and their respective corporate seals to be hereunto affixed, as

;:of the date first above written.

ROYMOR LTD.

Secretary

CANADIAN

by:

AL RAILWAY COMPANY

Assistant^SfeCretary
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PROVINCE OF QUEBEC
CITY OF MONTREAL

ii ' _ Jtf,
jj- On this /-? '"" daj, of U&*&~̂ s' f 1975, before me personally
i| appeared T-tf> /&&*•• , to me personally know, who,
y. being by me duly sworn, says that he is /̂i/Lê Ŝ̂ *̂ -
;l of ROYMOR LTD. that one of the seals affixed to the foregoing
:l; instrument is the corporate seal of said corporation and that
': said instrument was signed and sealed on behalf of said corpo
ration by authority of its Board of Directors and he acknowl-

!: edged that the execution of the foregoing instrument was the
'ii'free act and deed of said corporationwnt«/-w*qj ,t||ju3iJt... ** .£*..».., (

/??»"••

, - ;
Commissioner of Oaths

My Commission is for life.

PROVINCE OF QUEBEC
CITY OF MONTREAL

On this/̂ ^̂ day of /€-<£̂ wt/€'t-> 1975, before me personally
appeared ,£f /•/' fî r-̂  <3̂ <̂  , to me personally^ know, who,
being by me t̂(ly swjolrn, says that he is â Ŝ '/̂ î wwksî ^
of CANADIAN NATIONAL RAILWAY COMPANY, that one of the seals
affixed to the foregoing instrument is the corporate seal of
said corporation and that said instrument was signed and
sea/ed on behalf of said corporation by authority of its Board
of Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said corpo-
ration.

Commissioner of Oaths

'; My Commission
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